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KEY ECONOMIC INDICATORS 


All values in million U.S. $ Exchange rates: 1972 U.S. $1.00 = Skr 4.75, 
unless otherwise stated 1973 U.S. $1.00 = Skr 4.36, 1974 U.S. $1.00 = Skr 4.43 


A B cl/ 2/ g?/ 


1972 1973 1974 % Change Annual Rate 
of Growth 


INCOME PRODUCTION EMPLOYMENT 


GDP at Current Prices 41,873 50,182 55,790 
GDP at Constant 1968 Prices 33,712 37,864 38,645 
Per Capita GDP, Current Prices, jn§ 5,152 6,166 6,840 
Plant and Equipment Investment 1,498 1,786 1,860 
Indices: 
Industrial Production (}968=100) 118 127 137 
Avg. Labor Productivity 1,283 1,374 1,436 
Avg. Industrial Wage (1947=100) 811.6 876.5 937.1 


Disposable personal income 23,507 28,418 32,763 
Employment (000) 5/ 3,862 3,879 3,958 
Avg. Unemployment Rate (%)~° (11/74) 2.7 2.5 2.0 


MONEY AND PRICES 

Money Supply (year end) 25,942 32,191 34,596 
Public Debt Outstanding (year end) 9,502 11,763 13,999 
Interest Rates: 


Central Bank 0 
5 


7 
Commercial Banks, Prime 8. 


Indices: 6/ 
Retail Sales (9/74) 117 
Wholesale Price (1949=100) 302 
Consumer Price (1949=100) 316 


BALANCE OF PAYMENTS AND TRADE 
Gold & For. Exchange Reserves 
(year end) 2,664 1,879 
Balance of Payments + 607 +1, 306 - 783 
Balance of Trade + 686.7 +1,563.5 =- 575.6 
Exports, FOB 8,768.8 12,191.0 15,869.1 
U.S. Share 618.2 680.0 844.9 +16 +16 


Imports, CIF 8,082.1 10,627.5 16,444.7 +57 +57 
U.S. Share 581.7 633.5 1,037.0 +50 +50 


Footnotes: 1/ Full calendar-year figures except where otherwise stated. 

2/ Percentages were calculated on basis of amounts in Swedish kronor, rather than 
dollar amounts shown. 3/ Investment in mining and manufacturing, excluding water, 
gas and electricity works. 4/ Index of industrial production, divided by hours 
worked in mining and manufacturing. 5/ Expressed as percentage of total labor 
force. 6/ Value of retail sales expressed as percentage of value recorded for 
similar period in immediately preceding year. 





SUMMARY 


The Swedish economy continued to expand throughout 1974, while several 
industrial nations, including the United States were registering negative 
growth rates. Although the international economic downturn will have a marked 
impact in Sweden in 1975, economic growth this year, too, is expected to be 
somewhat above the average of other industrialized countries. 


In 1974, domestic demand replaced foreign demand as the main impetus to Swedish 
economic activity. The economy was therefore less vulnerable to external 
developments than it might otherwise have been. But accelerated imports caused 
a sharp deterioration in Sweden's foreign exchange position. In volume terms, 
the rate of increase of imports exceeded exports in 1974. The terms of trade 
worsened. At year end, the current account was in deficit by over $l billion, 
a reversal of $2.2 billion since 1973. The deficit was financed in large part 
by a decline in foreign exchange reserves which fell by the end of 1974 to $1.9 
billion - equivalent to less than six weeks' imports. Strong demand permitted 
the Government, without endangering jobs, to tighten domestic credit and encourage 
foreign borrowing. 


In 1975, economic activity will slacken in Sweden but less than in many other 
countries. Once again, domestic demand will be stronger than foreign demand 
but both will be weaker than they were last year. The current account deficit 
could reach Skr 7 billion and will have to be financed by foreign borrowing. 
The Government has declared its intention to promote productive investments. 


Sweden will continue to provide good opportunities for American business 
in 1975. American banks should find new credit customers. American ex- 
porters should find the Swedish market more buoyant than markets in most 
other countries. 


CURRENT ECONOMIC SITUATION AND TRENDS 


The Swedish economy was barely affected by the weakening of international 
economic activity in 1974. Sweden achieved a real increase in its Gross 
Domestic Product last year of about 3.7 percent while several industrial 
nations, including the United States, were registering negative growth 
rates. The international economic downturn will have increased impact 

on Sweden in 1975, and the country is unlikely to see a growth rate of 
more than 1.9 percent. Nevertheless, Swedish economic performance will 
be better than in most other industrialized countries. 


Domestic Demand Propels Swedish Economy in 1974 


In 1974, domestic demand, particularly private consumer demand and the 
buildup of inventories, replaced foreign demand as the main impetus to 
Swedish economic activity. The Swedish economy therefore was fortunately 
somewhat less vulnerable to worsening conditions abroad than it would have 
been earlier. While the trade performance fell far short of what it had been 
in 1973, foreign demand for certain major Swedish exports, notably pulp and 
paper and iron and steel continued strong; Norway and Finland, major Swedish 
trading partners, remained big markets for Sweden's products, and Swedish 





exporters managed to achieve large gains in oil producing countries and in 
Eastern Europe. 


Strong domestic demand was not an accident, In the fall of 1973 and again the 
next spring, the Government introduced a number of stimulative fiscal measures 
to minimize the depressing effects of the sharp rise in oil prices on the economy. 


With demand sustained, the Government adopted a more restrictive monetary 
policy in April in order to reverse a serious drain on its foreign exchange 
reserves that had developed in the spring. The outflow was spurred by 
significantly lower interest rates in Sweden than on the Continent, rather 
than by the higher oil-import bill which began to be felt only later in the 
year. By August, the Central Bank had raised the discount rate in two stages 
to seven percent; to increase foreign borrowing, it had also increased the 
cash ratio-requirement of banks from one to five percent, and urged banks 

to reduce the annual rate of increase in their lending to 15 percent by 
lowering commitments to firms able to obtain credit abroad. 


The strengthening of domestic demand rapidly accelerated imports and 

was the principal cause of the deterioration of Sweden's foreign exchange 
position in 1974. Another factor, of course, was the higher cost of crude 
oil and petroleum products. The trade deficit amounted to $575 million, 

a reversal of $2.1 billion in the trade balance since 1973. 


The trade account weakened in real terms as well as in terms of current 
prices. Imports rose by volume 15 percent but the volume of exports rose 
only 4 percent. There was also a negative swing in the terms of trade, 
The price of Swedish imports rose 37 percent due in part to increased 

oil prices; export prices rose 28 percent. This deterioration was less 
than for many other countries, however. 


Due largely to a deteriorating trade situation, the current account deficit 
for 1974 amounted to over $1 billion, a reversal of $2.2 billion from 1973, 


The deficit was financed in large part by reducing Swedish foreign exchange 
reserves. These fell from about $2.7 billion at the end of 1973 to about $1.9 
billion at the end of 1974, equal to the cost of imports for less than six weeks. 
The small buildup of reserves that occurred in the final months of the year from 

a low point of $1.7 billion in October was due to increased foreign borrowing by 
Swedish firms and municipalities, in response to urging by the Central Bank. It 

was not due to an improvement in the trade account; the rate of increase of imports 
accelerated in the final months of 1974, 


Consumer prices between average levels for calendar years 1973 and 1974 rose 


10.1 percent in 1974, over half of the increase ascribable to higher import 
prices, 


Outlook for 1975: Domestic and Foreign Demand Will Weaken 


The Government's official preliminary forecast in January of a 2.5 percent 





real increase in GDP in 1975 was too optimistic. By mid-March there were 

signs of weakening economic activity in Sweden - a slight decline in the 

utilization of industrial capacity; a slackening of order-inflows, especially 

export orders; and a fall-off in the rate of growth of industrial production, 
Consumption demand and business investment seemed uncertain. Inventory for- 

mation was likely to be lower than in 1974, Export growth was certain to 

decelerate further. The high point in the current business cycle had clearly 

been reached some time in the fall of 1974, Real growth this year is unlikely 

to reach 2 percent, but it will still be well above the average for other industrial 
countries, 


Employment was nearly full in 1974 and was still highly satisfactory in the 

first quarter of this year. Inflation remains a concern even though the 

predicted rise in consumer prices this year of around 8 percent is lower than 

in 1974. Accordingly, the Government has not seen fit to introduce strong stimulative 
measures, It has stated the long-term need to promote productive investments, 
especially those designed to boost export capacity, strengthen import-competing sectors, 
and conserve energy, as a means of restoring the external balance. Although it proposed 
a comprehensive energy program in March, it has not directed investment specifically 
toward improving the trade account. 


It has, however, taken more general measures to channel high business profits 

into investment. In 1974, the Government required firms to contribute 20 percent 

of net profits to a fund to finance improvements in working conditions and 15 percent 
of net profits to a special investment fund aimed at reducing energy consumption. 
Conditions attached to the funds will make it advantageous for firms to draw upon 

a large portion of this money in 1975. In addition, the Government has extended the 
open period for utilizing countercyclical investment funds of longer standing. 


The Parliament is expected to approve tax reform legislation designed to 

moderate demands for higher wages and thereby to protect export competitiveness. 
The law will lower the incometax liability of most middle-income wage earners 

by about Skr 1,600 in 1976 (about $400 at the average rate of exchange in 1974) 

and raise certain social welfare payments, including child support payments to 
families. Employers will pay most of the cost of the Skr 6.7 billion package 
through increased contributions to employee health and old-age pension funds. 
Higher taxes on liquor, beer, wine, and certain soft drinks will provide additional 
money. 


As in 1974, Sweden will depend on domestic demand - although a weaker domestic 

demand than last year - to move the economy forward. The volume rise in imports 

may not be so great as the 6 percent officially predicted’in January but exports 

will probably not increase more than 1.5 percent. The unexpectedly sharp increase in 
the trade deficit in the last months of 1974 and in January 1975 suggests that the 
current account deficit could reach Skr 7 billion in 1975. The Government budget 
statement observes that the 1975 deficit on current account cannot be financed by 

any further drawing down of Swedish foreign exchange reserves. Rather, it must be 





financed by borrowing abroad in order to maintain flexibility in foreign-exchange 
policy. The current-account outlook is causing the central government itself to 
consider borrowing abroad. However, the Government believes that industry should 
take upon itself a considerable part of the necessary foreign borrowing. In the 
first quarter of 1975, the Central Bank authorized a record level of foreign 
borrowings. 


Sweden, a member of the International Energy Agency of oil-consuming countries, 
has agreed to participate in IEA's "solidarity" fund for members in balance-of- 
payments difficulties, The Government does not anticipate the need to borrow from 
that fund. 


Swedish credit policy in 1975 will attempt to accomodate as wel] as it can 

two conflicting objectives. While the fight against inflation and capital 
outflow requires a tight credit policy, continued growth of investment requires 
an easier policy. The more firms can depend on their own liquid assets and their 
ability to borrow abroad, the tighter credit policy can be without depressing in- 
vestment and employment. 


IMPLICATIONS FOR THE UNITED STATES 


Despite some slackening in the rate of economic growth, Sweden should continue 
to provide good opportunities for American business in 1975. 


New Lending Opportunities Open to American Banking 


Official encouragement of foreign borrowing will provide increased business 
opportunities for American banks. Not only Swedish business firms will 

be looking abroad for money, but municipalities, counties and the central 
government itself are likely loan prospects, 


Investment Climate: Sweden Maintains Neutral Attitude Toward Foreign 
Investors 


Swedish policy toward inward direct investment is generally neutral. Many 

American companies have sales offices or manufacturing facilities in Sweden. 

The book value of American direct investment in Sweden, according to estimates 

of the U.S. Department of Commerce, was about $726 million in 1972, of which $318 
million was investment in petroleum, $261 million in manufacturing, and $147 million 
in other industries, 


The Government is considering the possibility of new legislation which 

would provide for a flat-rate tax probably on the turnover of certain multi- 
national companies rather than on their income. The intent is to provide 

the basis for taxing firms with such complex internal transactions that they 
are able to avoid declaring profits in Sweden. In this connection, Sweden is 
looking hard at the international oil companies. 





Outlook Remains Favorable for U.S. Exports to Sweden 


The United States supplied 6.6 percent of Swedish imports in 1974, 

as it did in 1973, and took 5.3 percent of Swedish exports compared 

with 6.1 percent in 1973, Sweden ran a trade deficit with the United States 
last year of about $192 million. 


In volume terms, Swedish exports to the United States declined by 18 percent. 
Swedish imports from the United States, however, rose 9.5 percent in 1974, 


An official survey of investment plans in manufacturing industries under- 

taken in November 1974 suggested a strong propensity to invest. The darker 

export outlook and business climate developing since that time may force 

companies to revise their plans downward. The survey showed that the biggest 
expenditures on machinery and equipment were planned in the engineering industry 
(Skr 2.7 billion), in the pulp,paper, paperboard, and graphics industry (Skr 

2.0 billion); in the chemical industry, including petroleum, rubber, plastic, and 
plastic products (Skr 1.2 billion), in the iron, steel, and metal-working industries 
(Skr 1.2), and in electricity, gas and water works (Skr 1.4 billion). 


The Government will also encourage investment in equipment and processes 
aimed at reducing energy consumption in old and new buildings and in energy- 
intensive industries. 


Good sales opportunities continue to exist for specific items detailed in the 
December 1974 issue of Foreign Economic Trends: Sweden. 
The items are in the following general fields: 

Printing and graphic arts equipment 

Laboratory instrumentation 

Electronic data-processing equipment 

Avionics and aviation support equipment 

Electro-optical equipment 

Metallurgy and metals engineering equipment 

Non-food packaging equipment 

Reprographics/micrographics 

Communications equipment 

Consumer goods 


In addition, American firms should be aware of the following big projects: 


Expansion of Power Production: Parliament is expected to approve the 
Government's plan to build two new nuclear power reactors and to expand 
hydroelectric power capacity by 5 billion kilowatt hours a year. 


Construction of Steelmill: Construction is getting under way on a large 
expansion of the government-owned steel mill, Norrbotten JUrnverks AB, 

at Lule&., By completion in 1980, the mill will turn out 4 million tons 

of crude steel products annually, Plans call for the installation of 

an oxygen plant; two blast furnaces, each with a capacity of 2 million 
tons of pig iron a year; a sintering plant; extensive storage facilities 





for raw materials and intermediate and final products; 3 LD converters; 


continuous casting machines; bridge cranes able to lift 400 tons an hour; 
special limestone calcinating furnaces; transport equipment; and com- 
puterized control of planning, production, and administration, 


U.S. Trade Center for Scandinavia Helps Sell American Products 


The U.S. trade Center for Scandinavia, located in Stockholm, stages 
a series of topical exhibitions of American products each year. 
Manufacturers of American products and American service companies 
and their agents may use Center facilities between shows 

for exhibitions, meetings or seminars. 


The following exhibits are scheduled to be held at the Center during 
the 1975/1976 season: 


September 22-25 Electronic Components 

October 20-24 Avionics and Ground Support 
Equipment 

December 8-12 Advanced Business Equipment 
and Materials 

February 3-6 Laboratory Instruments 

March 1-4 Microwave Technology 

March 16-19 Printing and Graphic Arts 
Equipment 


Other exhibits during the 1975/1976 season for which dates have 

not yet been fixed are expected to cover food processing and packaging 
equipment, health care instruments and equipment, and energy 

systems. 
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